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SUB J : GREECE'S PUBLIC DEBT: EXTERNAL AND INTERNAL 
REF CERP 0205, ATHENS 8773 

1. EMBASSY IS SUBMITTING BY AIRGRAM DETAILED REPORT ON 
GREECE'S PUBLIC DEBT. THE SUMMARY AND COMMENT PORITIONS OF 
THIS REPORT FOLLOW. 

2. GREECE'S TOTAL OUTSTANDING CENTRAL GOVERNMENT DEBT WILL 
REACH AN ESTIMATED $4.7 BILLION AT THE END OF 1975, 23 PERCENT 
ABOVE THE 1974 LEVEL. THIS SIZEABLE INCREASE IS DUE TO THE 
DEFICIT FINANCING OF ALMOST THE ENTIRE 1975 PUBLIC INVESTMENT 
BUDGET, PLANNED AT $1.1 BILLION, WHICH HAS SERVED AS A MAIOR 
ELEMENT IN THE GREEK GOVERNMENT'S PROGRAM TO REMEDY THE 
PROBLEM OF STAGNATION. AS A PERCENTAGE OF GNP (CURRENT 
PRICES) IT IS UNLIKELY THAT THE TOTAL DEBT WILL VARY 
SIGNIFICANTLY THIS YEAR FROM THE LEVELS OF THE LAST FEW 
LIMITED OFFICIAL USE 

LIMITED OFFICIAL USE 

PAGE 02 ATHENS 09095 211406Z 

YEARS (CIRCA 20-21 PERCENT). 
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3. OF PARTICULAR CONCERN TO THE GOVERNMENT IS THE GROWING 
EXTERNAL DEBT. OVERSEAS BORROWING OF THE BANK OF GREECE 
AND CERTAIN PUBLIC CORPORATIONS, SUCH AS THE PUBLIC POWER 
CORPORATION, MUST BE ADDED TO THE EXTERNAL OBLIGATIONS OF 
THE GOVERNMENT TO GIVE A CLEAR DEPICTION OF THE OUTSTANDING 
FOREIGN OBLIGATIONS OF THE ENTIRE PUBLIC SECTOR. THIS TOTAL 
PUBLIC FOREIGN DEBT IS EXPECTED TO REACH $2.8 BILLION IN 1975, 

32 PERCENT OVER THE 1974 LEVEL. THE REPAYMENT OBLIGATION 
OF THE BANK OF GREECE, WHICH HAS BEEN PARTICULARLY ACTIVE IN 
ORGANIZING OFFICIAL BALANCE OF PAYMENTS FINANCING, WILL CLIMB 
BY AN ESTIMATED 70 PERCENT TO $1.2 BILLION THIS YEAR. 

4. ACCORDING TO FIGURES PROVIDED BY THE MINISTRY OF 
COORDINATION AND THE BANK OF GREECE. THE FOREIGN DEBT SERVICE 
OF THE ENTIRE PUBLIC SECTOR WILL RECH ABOUT $360 MILLION 

IN 1975, 77 PERCENT OVER THE LEVEL TWO YEARS EARLIER. 

ALTHOUGH THE ESTIMATED DEBT SERVICE RATIO (RATIO OF EXTERNAL 
OBLIGATIONS TO EXPORTS AND NET INVISIBLE EARNINGS) FOR THE 
PUBLIC SECTOR WILL REMAIN AT A RESPECTABLE NINE PERCENT IN 
1975, MANY ECONOMISTS WITHIN AND WITHOUT THE GOG BELIEVE 
THAT A FURTHER SIGNIFICANT INCREASE MAY OCCUR IN THE NEAR 
FUTURE, AS REPAYMENTS COME DUE ON GREECE'S HEAVY PUBLIC 
SECTOR BORROWINGS OF THE LAST FEW YEARS: $450 MILLION IN 
1973, $500 MILLION IN 1974, AND AN EMBASSY ESTIMATE OF 
$800 MILLION IN 1975. 

5. OBVIOUSLY THERE ARE LIMITS TO THE EXTENT THIS UPWARD TREND 
CAN CONTINUE BEFORE GREECE'S ABILITY TO TAP INTERNATIONAL 
FINANCIAL MARKETS BEGINS TO SUFFER AND IMPORTS ESSENTIAL TO 
ECONOMIC AND SOCIAL REFORM PROGRAMS HAVE TO BE CURTAILED. 

THE HIGH AND RISING COST OF PETROLEUM (FOR WHICH GREECE IS 
COMPLETELY DEPENDENT UPON FOREIGN SOURCES AT PRESENT), A 
MILITARY MODERNIZATION PROGRAM WHICH THE GOVERNMENT REGARDS 
AS ESSENTIAL TO NATIONAL SECURITY, AND THE GROWING DEBT 
SERVICE OBLIGATION HAVE GIVEN RISE TO SERIOUS CONCERN ON THE 
PART OF THE GOG OVER THE MEDIUM-TERM BALANCE OF PAYMENTS 
SITUATION. IN THE LONGER RUN, THE GOVERNMENT BELIEVES THAT 

ITS FORTHCOMING FIVE-YEAR PLAN FOR 1976-80 CAN RESTRUCTURE 
THE ECONOMY AND DEVELOP DOMESTIC ENERGY SOURCES AND EXPORT 
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POTENTIAL, THEREBY REDUCING THE MAGNITUDE OF THE CURRENT 
ACCOUNT DEFICIT TO DIMENSIONS THAT CAN BE FINANCED BY PRIVATE 
CAPTIAL INFLOWS. IN THE INTERIM PERIOD, HOWEVER, GREEK 
DECISIONMAKERS BELIEVE THAT MULTILATERAL AND BILATERAL 
FINANCIAL ASSISTANCE CAN MAKE A CRITICAL DIFFERENCE IN 
AVOIDING THE POSSIBILY SERIOUS POLITICAL IMPLICATIONS OF AN 
INTERRUPTION IN THE PRCESS OF SOCIO-ECONOMIC REFORM UNDER 
DEMOCRATIC GOVERNMENT. 
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